
GENERAL GOVERNMENT 
DIVISION 

Mr Albert P Russo 
DIrector, Department of 

Human Resources 
Dlstrlct of Columbia Government 

Dear Mr Russo 

WASHINGTON, D C 20548 

March 29, 1978 

The General Accounting Office has been studying how well State and 
local governments, lncfudlng the Dlstrlct of Columbia, purchase goods 
and services wtth Federal grant funds Our work at the Department of 
Human Resources (DHR) disclosed that Its property accounting and control 
system does not provide accurate and complete data on the quantities, 
location, use, and cost of accountable property Such data are neces- 
sary for DHR T;O properly account for, malntaln control over, and effec- 
tlvely manage Its mult~mlll~on dollar property Inventory According T;O 
DHR's January 1978 Equipment Report Master List (ERML), It owned over 
34,000 property Items valued at $14 2 mllllon The ERML IS the 
prlnclpal management tool used by DHR to account for and control 
accountable personal property 

DHR's system was IneffectIve because (1) acqulsltlons of accountable 
property were not always recorded on the ERML at the time of receipt, 
(2) annual physical lnventorles of property were often not done, and (3) 
physical Inventory results, when repor-ced, were used to validate the ERML 
wlthout any independent review to insure the data was accurate and 
complete 

Tests of the accuracy and completeness of property data on the ERML 
showed that a large percentage of the Items purchased with Federal grant 
funds had not been recorded on the ERML and some items which were re- 
corded could not be physically locared by us or DHR personnel Also, 
physical inventory courxs tdentlf-red property items which were in use 
but not llsted on the ERML 

Wtthout an effective property accounting and control system, manage- 
ment can only estimate procurement needs and use of accountable property 
Faulty estimates could lead management to make bad dec-rslons concerning 
program operations and resource allocation Further, the absence of 



controls over property makes it. lmoosslble for managers to determine how 
many of the 34,000 Items have been lost, stolen, or destroyed Since 
property purchased with grant funds enters the system in the same,manner 
as all other property, the ERML totals for properzy purchased with appro- 
prtated funds could also be In error 

To attain bexcer oroperty accountabTlity and control, DHR must 
insure that (1) all prouerty IS recorded on the ERML at the time of receipt, 
(2) users comply with annual pnyslcal inventory requirements, and (3) 
physlcal Inventory results are Independently validated 

BACKGROUND 

Although the Department of General Services (DGS) has the responsl- 
blllty for maintaining control over all illstrict-owned property, DHR 
manages Its own property DGS's Bureau of Materiel Management provides 
the policies and guidelines to departments for the acqulsitlon, maIn- 
tenance, and disposal of property, but DHR has been delegated 
responslblllty for managlng its own property lnventorles In DHR, the 
Chief, Supply Management Branch IS -the departmental accountable iroperty 
officer 

The supply management branch IS responsible for producing the ERML 
and maintaining its accuracy and completeness 
it relies entirely on 

To meet this responslbllity 
(1) warehouse reports (Form 58--Requisition and 

Receipt) describing property received and delivered to the user, (2) pro- 
gram managers' reporzs showing items received directly from a suppller 
(Form 58) and changes in property accountability (Form 84 which reports 
the loss of property), and (3) annual physical inventory results 

Accountable property IS defined by the Bureau of Materiel Management 
as any article of personal property which (a) IS tangible and complete 
in itself, (b) does not lose Its identity or become a component part of 
another article when in use, ( c) 1s of a durable nature with an expected 
service life of over 7 year, and (d) has an acquisition unit cost of $100 
or more - 

The recorded value of the 34,000 accountable personal property items 
acqu-rred by DHR was $14 2 mullion as of January 19, 1978 Approximately 
2,800 of these Items valued at $7 4 rnllllon were purchased with Federal 
grant funds The prlnclpal management tool used by the supply management 
branch in accounting for and controlling property 1s the ERML DHR spends 
nearly $90,000 per year to produce this property listing 
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Representatxves of the D C AudItor's OffIce and Office of rlunlclpal 
Audtt and Inspection have not recently audlted DHR's property accounting 
and control system and they do not plan T;O review this area In $he near 
future 

I 

According to property managers, DHR does not have sufficient staff 
to verify reported data The effectiveness of DHR's property accounting 
and control system therefore depends entxrely on the warehouse and program 
managers' reports on property acqulslxlon and changes in accountability 

METHODS OF RECORDING PROPERTY 
ACQUISITION WERE INEFFECTIVE 

Property records are incomplete if property 1s not recorded at the 
time of receipt Testing the accuracy and completeness of the ERML for 
property acquired by 21 mental health grant programs during fiscal years 
1973 through 1976 showed that a significant percentage of the items were 
not recorded at the time of receipt Purchase records showed 413 property 
items valued at about $120,000, but the ERML listed only 237 of these 
items Consequently, effective accountablllty of and control over the 
remalnlng 43 percent are lost until the items are subsequently ldentlfled 
in a physical tnventory and placed on the CRML The 176 unrecorded items 
valued at about $48,000 included 9 tape recorders costing $1,916, 8 ain( 
condltloners costing $1,179, and 11 typewrlters costing $4,877 

The supply management branch could not record all property acqulsl- 
tlons on the ERML at the time of rece-rpr because the (1) program managers 
d-td not always send Form 58's to the branch when direct deliveries were 
received from vendors, (2) warehouse personnel did not report partial 
shipments and deliveries of property unt.11 the rema-rnlng items were 
received and delivered to the users, and (3) warehouse had a backlog of 
undelivered property items and d-rd not report them until the items were 
delivered and signed for by program managers Therefore, many items 
cannot be accounted for or controlled until they are reported to the 
supply branch 

To insure that property 1s recorded at the time of receipt, DHR 
property managers wrote new procedures requiring that all property be 
reported to the supply branch within 3 days of receipt These procedures 
included reporting requirements for direct deliveries of property to 
program managers and property l-terns received at the warehouse (full or 
partial shipments) The new procedures went Into effect on December 1, 
1977 Also, new procedures for reporting property relocations were 
establlshed in March 1978 
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PHYSICAL INVENTORIES WERE 
INCOMPLETE AND UNRELIABLE 

, 
Tests of DHR's physical inventory oracttces and a dTscusslon with 

supply management branch personne? lndlcated that many managers of grant 
programs have not cornplIed with physical inventory requirements For 
example, annual physical lnventorles were often not taken Also some 
Inventory reports used to update the ERML excluded items which were at 
the location Inventorled but had not been recorded at the time of receipt 
Further, the branch did not attempt to validaxe the physlcal Inventory 
results even though it doubted the accuracy and completeness of these 
counts As a result, tnaccurate and Incomplete property records weakened 
property control and management 

Phys-rcal inventories of all accountable proper-cy are essential to 
perlodlcally valldaze the ERML 
adequacy of the nrocedures, 

Also, an Inventory serves to test the 

property For instance, 
such as those used to record acqutsltlons of 

if complete lnventorles had been taken as 
required, the procedures which permltted the warehouse to delay the 
reporting of partial shipments of property unroll the full shipment was 
received and delivered might have been corrected sooner 

According to Dlstrtcc regulations, an annual independent physlcal 
count should be taken of all accountable personal property To comply 
with this requirement, T;he supaly management branch annually furnished 
each grant program manager with a list of the property for which they were 
accountable They were instructed to oo a physlcal inventory of all 
property and report the results, lncludlng any deletions or addltlons 
Supply management branch offlclals said they did not have sufflclent staff 
to routinely check that The physical lnventorles are taken or to valldate 
the physlcal Inventory results reported by the users According to the 
ERML, many Items had not been inventoried ior several years Thus the 
accuracy and completeness of the ERML rests prlmarlly with those held 
accountable for the property 

In testing the Inventory pract3ces, we selected and Inventoried 84 
Items valued at about $20,000 According to the ERML, these items were 
purchased by one mental health grant program and located at three DHR 
facilities The physical inventory showed thaz 16 of these property 
Items listed on the ERML--such as a proJector costing $389 and 5 tape 
recorders totaling $720--were mlsslng from these locations It also 
ldentlfled 43 pieces of property which had been tagged as DHR accountable 
property but not recorded on the ERML and 69 other property items which 
apoeared to be accountable property but had not been tagged These sites 
had not been physIcally lnventorled since 1974 
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According to the Dlrecxor, DHR, a special inventory taken by DHR In 
March 19i'8, located 11 of the 16 mlsslng Items, Including 7 jtems which 
had been moved to new locations not recorded on the ERML Ftve Items 
valued at $7,000, lncludlng three tape recorders totaling $480, could not 
be found 

Also, we randomly selected and lnventorled 28 property Items which 
had been purchased by various Federal grant programs Three of these 
Items could not be found at the 1ocatTon cited on the ERML, even though 
tne -items had reportedly been Inventoried In July 1976 The mlsslng 
Items were an electrocardloscope costing $1,100 and two arterial and 
venous monitors toxal3ng $2,250 

After dIscussing our results with supply management officials, they 
1nTormed us that program managers had been requested to take thjs year's 
physIca lnvenxory, beg>ntllng in October 1977, and that steps would be 
taken to Insure compliance with DlsT;rJct regulations on physical inventories 
For example, all program managers were instructed by the Director of DHR 
to get the Inventory results reported by March 1, 1978 In the past verbal 
recuests for these dais were maae by supply managers when the -inventory 
results were not reported on time, but these requests were often Ignored 
Accordjng to Ehe DIrector, DHR, the physIca Inventory was still In prog- 
ress on March 10, 1978 

CONCLUSIONS 

DHR did not have a property accountaolllty and control system which 
was capable of provld-ing accura-ce and complete Information necessary to 
effectively manage and control its mult~mlll~on dollar property Inventory 
Therefore DHR could not accurately determine how much property was owned, 
where it was located, or how effectively It kvas used Also, DHR could 
not aetermlne how much prooerty had been lost, stolen, or destroyed 

An effective property accountablllty and control system for DHR IS 
essential because af the large amount of Dlstrlct and Federal grant funds 
Invested In accountable property, the high cost to purchase, store, maIn- 
taln, dlsLrtbute, and control such property, and the potentially adverse 
effect of an ineffectIve system on program results and resource management 

DHR's past procedures lnvolvlng receipt of property did not Insure 
that all property was recorded on the ERML at the time of receipt Also, 
the ERML data was not properly validated because annual physical inventory 
requirements were not met and physlcal Inventory results were not lnde- 
oendently revlewed Consequently the ERML's effectiveness as a management 
tool for controlling and managing property was dlminlshed by Its Inaccuracy 
and incompleteness 
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RECOMMENDATIONS 

We recommend that, '60 Improve the effectiveness of DHR's prsperty 
accountablllty and control system, the Director 

--Monitor the lmplementatxon of the new orocedures reaulrlng 
all mrehouse a>pd program personnel to promptly report all 
property receipts and relocations, 

--Insure that annual physical inventory requirements continue 
to be met, and 

--Independently verify or have an lndeoendent group such as 
the DTstrlct's Offlce of Municipal Audlr; and InspectIon 
verify the results of physlcal lnventorxes to insure that 
all property 1s Inventorled, the counts are accura-ce, and 
adJustments are Justlfled 

Copies of this report are being sent to the City Council, Mayor, 
Office of Budget and Management Systems, D C Auditor, OffIce ot Municipal 
Audit and InspectIon, and Department of General Services 

We appreciated T;he cooperation of DHR offlclals and their wllllngness 
to act on our findings Please advise us of any addttlonal actlons Taken 
to correct the matters dlscussed in this 1etEer 

Sincerely yours, 

- 
Frank Medico 
Assistant Director 




